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To Our Shareholders 



I am pleased to report that 1967 was another successful 
year for the company, with sales and earnings reaching 
record levels for the twelfth consecutive year. All Divi¬ 
sions — Cosmetics, Proprietaries & Specialty Toiletries, 
Prince Matchabelli, Hospital Products and the Interna¬ 
tional Division — contributed to the record sales. All 
Divisions also achieved new earnings records with the 
exception of our new Hospital Products Division, where 
earnings were adversely affected by substantial expendi¬ 
tures made for new facilities, improvement of manufac¬ 
turing processes and quality control. 

The company's earnings were up 17.8 per cent to 
$14,783,000 or $1.42 per share. Earnings in 1966 were 
$12,551,000, equal to $1.21 per share. Sales totaled 
$165,725,000, up 5.4 per cent from the 1966 level of 
$157,207,000. 

Our percentage of net Income to sales increased from 
8.0 per cent to 8.9 per cent and our pre-tax margin ad¬ 
vanced from 14.3 per cent to 15.9 per cent. Five years ago 
net earnings as a percentage of sales were 6.4 per cent 
and our pre-tax margin was 13.1 per cent. 

In November the Board of Directors raised the quar¬ 
terly dividend rate to 21 cents a share from 19 cents, 



1967 

1966 

Financial Highlights 



Net sales. 

$165,725,000 

$157,207,000 

Net income. 

$ 14,783,000 

$ 12,551,000 

Per share. 

$1.42* 

$1.21* 

Dividends paid. 

$ 8,119,000 

$ 7,199,000 

Per share. 

$ .78 

$ .70 

Earnings retained in business. 

$ 6,664,000 

$ 5,352,000 

Working capital. 

$ 51,513,000 

$ 44,080,000 

Stockholders' equity. 

$ 71,117,000 

$ 62,775,000 

Per share. 

$6.78 

$6.06 

Shares outstanding at year end 



excluding treasury shares. 

10,483,667 

10,360,513 

Number of stockholders at year end .... 

13,499 

13,984 

*Based on the average number of shares outstanding during the 



respective years (10,405,960 in 1%7 and 10,367,463 in 1966). 



























an increase of 10 per cent. This marks the eighth consecu¬ 
tive year in which the dividend has been increased. In 
a\\, dividends per share have more than tripled during 
this eight year period. It also should be noted that the 
company has paid cash dividends without interruption 
since 1883. 

The company continued to pursue an active acquisition 
policy in 1967. In July Chesebrough-Pond's acquired Clin¬ 
ical Products, Inc., a manufacturer of disposable hospital 
and medical supplies and a pioneer in the development 
of professional systems designed for individual patient 
care. In December we completed the acquisition of Royall 
Lyme Ltd., makers of high quality men's toiletries dis¬ 
tributed through men's specialty shops and prestige de¬ 
partment stores. 

While not of major significance in terms of size, the 
two acquired companies meet our consistent acquisition 
formula in that they manufacture and sell high quality 
products in fields related to our existing product lines. 
Each broadens and strengthens our growth opportunities 
In its respective product area. 

Although our dispute with the Food and Drug Admin¬ 
istration over Measurin's product claims had finally been 
satisfactorily resolved In August, the market position 
achieved after Measurin's introduction early in 1966 and 
our lead time over major competition had been largely 
dissipated by the protracted discussions with the FDA. 
Management decided that, rather than make the addi¬ 
tional investment to relaunch Measurin, the interests of 
the company and its stockholders would be served best 
by concentrating Its resources, time and efforts in its pri¬ 
mary product areas. Therefore In October we sold Meas¬ 
urin, the time-release aspirin, to Sterling Drug Inc. The 
sale included the trademark, raw materials, finished goods 
inventory and specialized machinery and equipment. The 
gain from the sale more than offset costs incurred during 
the year. 

The Prince Matchabelli Division continued its gratify¬ 
ing increases in both sales and profits. The Hospital Prod¬ 
ucts Division, which completed the reorganization and 
integration of the four companies acquired in 1966 and 
1967, also achieved a good sales increase. The substantial 
investment made in an enlarged sales force, new product 
introductions and improvements in manufacturing and 
quality control resulted in less profit in 1967 than in 1966. 
These actions taken to strengthen the Division should 
contribute to Increased sales and earnings in the years 
ahead. 

Major established products such as Q-Tips Cotton 
Swabs, Pond's Creams and Prince Matchabelll's Wind 
Song fragrance products all achieved new sales records. 

New products were successfully introduced at home 
and abroad, and a number of our established products 


were introduced in additional overseas markets. These 
and other marketing highlights are covered in detail in 
the marketing sections of this report. 

All production lines in the new Jefferson City, Missouri, 
plant were in production by the third quarter. Savings 
resulting from the operation of this facility began to be 
realized in November after substantial start-up costs had 
been absorbed. Results for 1968 should reflect the full 
benefits of the plant's operation. 

Overseas, 1967 was a year of major plant expansion. 
By year end new factories were in full production in 
Argentina, Mexico, Brazil and Spain. Our new plant in 
Japan began production in February, 1968. 

In anticipation of a possible devaluation of the British 
pound, management took all possible steps to protect 
dollar earnings and investment from losses on exchange 
in the LJ. K. and other related markets. As a result, the 
November 1967 devaluations of the English pound and 
related currencies did not adversely affect our net in¬ 
come for the year. However, due to devaluations in Ar¬ 
gentina, Brazil and Uruguay we did incur substantial net 
losses on foreign exchange. 

Our government's new mandatory foreign investment 
controls are not expected to have a material effect on the 
company's international operations in 1968. For many 
years the company has expanded global activities while 
achieving U. S. dollar returns from overseas that have ex¬ 
ceeded dollar outlays from the United States. We expect 
to be able to continue this expansion abroad and also to 
repatriate a high percentage of our overseas profits in 
compliance with the new regulations. 

Several important executive promotions were made 
during the year to strengthen top management for the 
future. Ralph E. Ward was elected to the newly created 
position of Executive Vice President; William L. Jackson 
was elected Vice President—Domestic Marketing to suc¬ 
ceed Mr. Ward, and Perry D. Lindholm was elected Vice 
President—Manufacturing. 

In spite of the fact that 1967 was a difficult business 
year for many industries, we are pleased to note that 
Chesebrough-Pond's made considerable progress in all 
areas of its business In most of the countries of the free 
world and began 1968 In a stronger position than ever 
before. We have every confidence that further records 
will be achieved in both sales and earnings in 1968. 



President 


March 1968 







At Christmas time fine department stores 
like Gimbels, New York, feature the ele¬ 
gant gift packages of Prince Matchabelli. 
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(HESCBROUCH-POND'S 


"Here's Pond's in your eye . . . removes stub¬ 
born eye make-up in a wink!" is the television 
message being delivered to consumers through 
Pond's successful new cold cream advertising. 


Important displays at doctors', hospital and 
nurses'conventions demonstrate the prod¬ 
ucts of the Hospital Products Division. 
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Domestic Marketing 



The newVaseline Petroleum Jelly'"Nursery 
jar" introduction has been successful 
thanks in part to mass displays planned 
by the company's sales representatives. 


Domestic sales reached a new record high in 1967, up 4.9 per 
cent. Earnings were also a record, up 27.4 per cent over 1966. 

In the cosmetic area. Pond's Cold Cream successfully met the 
challenge of major new competition. New products were heavily 
advertised and promoted to an extent unknown in the cleansing 
cream field In recent years. Chesebrough-Pond's responded to 
the challenge with a new advertising program of its own as well 
as a major promotion in the third quarter. As a result, Pond's 
Creams moved ahead in the fourth quarter and sales for the 
full year reached an all-time high. 

Activities in other product areas in the cosmetic field: 

A major promotion in the Fall helped launch a new Cutex 
product — "Frosted Ices" — the first really non-settling pearl 
nail polish with improved sheen and brilliance. 

Another product Innovation from Cutex, "Manicurist" — 
with a self-contained built-in brush In the nail polish bottle 
— was successfully test marketed during the year and is being 
nationally distributed in the first quarter of 1968. 

Angel Face introduced a significant package Improvement 
in the largest selling size of pressed powder compacts. Angel 
Face Medicated Make-up continued to make sales gains in 
the teenage market. 

Fresh-Start Cleansing Gel and Lotion for problem skin with¬ 
stood Important new competition In a relatively stable mar¬ 
ket, helped by youth-oriented radio advertising on top disc 
jockey programs. 

In Proprietaries and Specialty Toiletries, Chesebrough-Pond's 
two largest volume products, Q-TIps Cotton Swabs and Vase¬ 
line PetrcHeum Jellies, increased their dominant shares of their 
respective markets. 

The appeal of Q-TIps Cotton Swabs was successfully broad¬ 
ened through new advertising aimed at uses for both adults and 
children. As a result the total cotton swab market grew, with 
Q-Tips Cotton Swabs increasing its own leading share of that 
market. 

The conversion of Vaseline Petroleum Jelly glass jars to plastic 
continued and in the fourth quarter a new 12 ounce Nursery Jar 
was introduced. This square plastic jar printed with four dif¬ 
ferent full-color Mother Goose designs will be an addition to the 
regular Vaseline Petroleum Jelly line. 

The past year was a difficult one for the company's men's hair 
grooming and cough and cold products. Changes in young 
men's hair styles have apparently caused a decline in hair tonic 
use. The company's Groom & Clean FHair Groom proved to be 


5 
















Ear care is the keynote to new 
Q-Tips Cotton Swabs television 
advertising which stresses adult 
as well as baby uses. 


one of the few hair grooming aids to hold its share of the market 
in 1967. In the early part of the year Pertussin sales were slowed 
due to a mild winter. However, sales of Pertussin products have 
rebounded this winter, with the onset of cold weather and the 
flu epidemic. 

The Prince Matchabelli Division had another excellent year— 
moving substantially ahead of 1966 in both sales and profits. 
During the year the entire Prince Matchabelli fragrance line was 
repackaged and a Wind Song Bath Oil was successfully intro¬ 
duced. Sheer Essence, a perfumed body lotion first sold in Wind 
Song fragrance in 1966, was offered in Prophecy and Golden 
Autumn fragrances In 1967. 

Aziza Eye Make-up showed very good sales Increases aided 
by new items, new shades and a new pressed powder eye 
shadow compact. 

Distribution of the skin creams of the Erno Laszio Institute, 
after initial introduction In Saks Fifth Avenue stores, was ex¬ 
tended to other leading department stores in major markets 
around the United States. 

The Hospital Products Division also made good sales progress 
in the year just concluded. The Division's sales force was en¬ 
larged, new products were Introduced, distribution to hospitals 
and consumer retail outlets was broadened, customer service 
was Improved and all the related companies acquired in 1966 
and 1967 were integrated into the Hospital Products operation. 

Strong and effective advertising support for all major products 
continued to be a vital part of our marketing program. Commer¬ 
cials for CKesebrough-Pond's products appeared on 17 different 
nighttime TV shows on all three major networks, on 13 daytime 
TV shows on NBC and CBS and on spot TV and radio. The com¬ 
pany also used 65 consumer magazines, professional publica¬ 
tions and trade and business papers to call attention to its broad 
product line. This meant that advertising messages for one or 
more of our products reached into most of the homes of Amer¬ 
ica every week of the year. 

International Marketing 

The year was another successful one for the International Divi¬ 
sion. Sales reached a new high for the twelfth consecutive year 
and net income set a new record for the seventh successive 
year. Sales increased 6.2 per cent and net income increased 3.8 
per cent. These records were achieved In spite of devaluation 
losses in Argentina, Brazil and Uruguay, a reduction in sales and 
earnings In England and substantial start-up expenses for new 
plants in Argentina, Brazil, japan, Mexico and Spain. 

Notable sales gains were made in Europe, Latin America, Africa 
and the Far East. In particular, gains were substantial in Germany, 
Mexico, Brazil, Venezuela, India and japan. 

The company continued to broaden distribution of several 
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Cutex took full advantage of its marketing capabilities in presenting "Silver '67", 
a Spring color promotion, simultaneously in 10 European countries. 



Demonstration by company representatives is 
an important feature of the marketing effort 
in African countries. 



New plant in Argentina-the company's largest 
in Latin America —is now in full operation. 



Top: This modern plant in Sao Paulo, Brazil, 
provides increased production capacity for this 
growing market. 

Bottom: Modern quality control techniques are 
employed in the new Mexico City plant. 


major products through what were, in effect, new product intro¬ 
ductions in many markets around the world. For example, Q-Tips 
Cotton Swabs were introduced for the first time in Australia and 
the Philippines, Dreamflower Talc was successfully launched in 
Argentina and Prince Matchabelli products appeared in Puerto 
Rico. 

In Germany the Vasenol baby line was completely repackaged 
and a new marketing effort was launched, with the result that sub¬ 
stantial sales gains were achieved over the previous year. Cutex 
Nail Hardener was also successfully introduced in Germany. 

Although 1967 was a difficult year for Chesebrough-Pond's in 
the United Kingdom, Vaseline Shampoos were one important 
product line which increased both in sales and in share-of- 
market. New Vaseline Lemon Shampoo for oily hair, which had 
been successfully Introduced in the last half of 1966, continued 
to increase sales and market share throughout 1967. This added 
to the strong competitive position already established by Vase¬ 
line Shampoos specially formulated for normal hair, for dry hair 
and for dandruff control. 

Sales of established products like Cutex Nail Polish and Lip¬ 
sticks, Pond's Creams, Q-Tips Cotton Swabs and Vaseline Petro¬ 
leum jelly made substantial gains and reached record levels. 

During the year strong advertising and merchandising sup¬ 
port was given to our principal products in all of the major 
markets of the free world. One of the most successful interna¬ 
tional promotions of the year was "Silver '67" created for Cutex 
by the European Division, which ran concurrently in ten mar- 
































A wide diversity of manufacturing techniques characterize 
the complexity of production at the new plant in Jefferson 
City, Missouri. 


Left to right: Lipstick molding and finishing. 

Carding processed cotton for Q-Tips Swabs. 

Cellophane overwrapping of Q-Tips Cotton Swab packages. 





Cutex nail polish production lines in operation in 
the company's Spanish factory. 



The rapidly expanding Japanese market has led 
to building a plant outside of Tokyo—shown here 
at year end nearing completion. 


kets in Continental Europe. This promotion, linking Cutex with 
some of the top fashion houses of Europe, was supported by 
TV, radio and magazine advertising, press introductions and 
local publicity. It strengthened Cutex's position as the number 
one nail polish and lipstick line in Europe. 


Manufacturing 

The new plant in Jefferson City, Missouri, was formally opened 
in June. By year end it achieved full production and began to 
realize the expected rate of savings. It is the twenty-fourth fac¬ 
tory In the company's worldwide production network and is 
second In size only to the company's main plant in Clinton, 
Connecticut. 

An Important part of the Manufacturing Division's time was ' 

given to analyzing and integrating the several acquired Hospital i 

Products Division plants into the company's overall manufactur¬ 
ing organization. |i 

During the year Chesebrough-Pond's tripled the production | 

capacity of the Faichney thermometer manufacturing plant in 
Watertown, New York and doubled the capacity of the Ballo 
thermometer operation in Leesburg, Florida. 

Modern manufacturing and quality control procedures were 
established for the production of hospital surgical dressings and 
feminine hygiene products at the Lily White plants in Sherburne 
and Oriskany Falls, New York. Ground was broken in Oriskany 
Falls for a new manufacturing control laboratory. I 

Overseas 1967 was the most active year of plant expansion, 
construction and modernization In the company's history. 

Construction of a new plant in Japan began in May. It will 
be completed and In full production in the first quarter of 1968. 
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In the applied research program at the Clinton 
Laboratories the moisturizing effectiveness of 
skin preparations is measured by means of new 
instrumentation developed by the technical staff. 



In Mexico and Spain the company took over the manufactur¬ 
ing and selling operation from agents, buying a plant in Mexico 
and leasing one in Spain. Chesebrough-Pond's now is in full 
production in both countries. In Brazil production was trans¬ 
ferred to a larger leased plant because of continued sales growth 
and in anticipation of continuing expansion. 

In September full production was achieved in Argentina in 
the plant that was begun In 1966. Manufacturing began at a new 
leased facility in India built by the company's agent for Chese¬ 
brough-Pond's exclusive use. 


Research and Development 

The Research and Development Division completed another 
active and productive year, the results of which promise to 
make an important contribution to the company's growth In 
future years. 

Major activities of 1967 included the development of new 
products which have already been introduced on a regional test 
market or national basis or will be introduced In the coming 
year. These include: 

Cutex "Frosted Ices" Nall Polish — a major improvement in 
the lustrous appearance and permanent suspension of pearl- 
essence in nail enamel. 

Pond's Beauty Wash in cream and lotion form — a new con¬ 
cept in facial cleansing. 

A substantial expansion of new product development activity 
in the hospital products field. 

During the year there was an increased emphasis on applied 
research. The application of knowledge from unrelated scientific 
fields to the specific problems of cosmetics and toiletries is now 
paving the way for meaningful product innovations in several 
areas. This is particularly the case in make-up and hair dressings 
where trends have been moving away from the traditional prod¬ 
uct types. 

In order to make the resources of the headquarters research 
staff more effectively available to the International Division in 
responding to the individual problems of overseas markets, an 
International Research and Control Department was formed 
within the Division and located at the Clinton Laboratories. This 
department has already demonstrated its value by responding 
quickly to the special technical problems and needs of the 
International Division. 

During the year the Research and Development Division also 
continued to work closely with the Engineering Department in 
process improvement studies. In particular, important product 
improvement and cost reduction work was done at Oriskany 
Falls, where absorbent gauze and stretch gauze are made, and at 
Perth Amboy, where Chesebrough-Pond's produces Vaseline 
Petroleum Jelly and mineral oil. 
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Beauty, Grooming and Health—Worldwide 


Your recommendation of Chesebrough-Pond's products to friends 
is a valuable endorsement and a contribution to the company's growth. 
Ask to see these products on display wherever you shop. 


Our Principal Products are 



Pond’s Cold Cream 
Pond’s Dry Skin Cream 
Pond’s Vanishing Cream 
Pond’s Moisture Cream 

Pond’s Dreamflower Talc 
Pond’s Dusting Powder 

Pond’s Angel Skin Lotion 

Fresh-Start by Pond’s 

Angel Face Make-Up 

Angel Face Medicated Make-Up 

Cutex Nail Polish 
Cutex Lipstick 
Cutex Polish Remover 



Vaseline Petroleum Jelly 
Vaseline Lip Balm 

Vaseline Hair Tonic 
Vaseline Cream Hair Tonic 

Groom & Clean Hair Groom 

Pertussin Cough Syrup 
Pertussin 8-Hour Cough Formula 
Pertussin Medicated Vaporizer 

Q-Tips Cotton Swabs 
Q-Tips Cotton Balls 

Odorono Deodorants 

Prince Matchabelli 
Fragrances: 

Wind Song ■ Golden Autumn 
Prophecy ■ Beloved 
Stradivari ■ Abano 
Summer Shower ■ Spring Fancy 
Aziza Eye Make-Up 
Polyderm Skin Care Products 
Black Watch Men’s Toiletries 

Laszio Skin Care Preparations 

Royall Lyme Toiletries 

Vaseline Petrolatum Gauze Dressings 
Lily White Surgical Dressings 
Faichney and Ballo Thermometers 
Apex Thermometers 
Clinical Products Hospital Supplies 
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Additional Products Sold Overseas 

Pond's Cold Cream Soap 
Pond’s Spray 'N Stay Hair Spray 
Pond’s Tissues 

Vasenol Baby Products 

Lord Chesellne Men’s Toiletries 

Vaseline Hair Cream 
Vaseline Shampoos 
Vaseline Bath Oil 

Hl-Llte Skin Cream 
Blue Seal Talc 

Peggy Sage Nall Polish 
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Chesebrough-Pond’s Inc. and Subsidiaries 


Consolidated Statement of Income 



Year ended December 31, 


1967 

1966 

Net sales. 

$165,725,000 

$157,207,000 

Royalties. 

2,206,000 

2,139,000 

Operating revenue. 

167,931,000 

159,346,000 

Cost of products sold. 

65,954,000 

60,809,000 

Selling, advertising and administrative expenses .... 

74,379,000 

74,663,000 

Operating costs and expenses. 

140,333,000 

135,472,000 

Income from operations. 

27,598,000 

23,874,000 

Other income (expense): 



Net gain on disposal of assets (including 

Measurin in 1967). 

953,000 

274,000 

Interest income. 

388,000 

658,000 

Miscellaneous income —net. 

615,000 

393,000 

New plant start-up expense. 

(1,892,000) 

(945,000) 

Loss on foreign exchange — net. 

(540,000) 

(796,000) 

Interest expense. 

(829,000) 

(956,000) 


(1,305,000) 

(1,372,000) 

Income before provision for taxes on income .... 

26,293,000 

22,502,000 

Provision for taxes on income (including charge equivalent 
to tax benefit relative to the Stock Purchasing Plan — 
$546,000 in 1967 and $783,000 in 1966). 

11,510,000 

9,951,000 

NET INCOME. 

$ 14,783,000 

$ 12,551,000 

Earnings per share. 

$1.42 

$1.21 

See accompanying notes. 
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Chesebrough-Pond’s Inc. and Subsidiaries 


Consolidated Balance Sheet 



December 31, 

ASSETS 

1967 

1966 

CURRENT ASSETS: 



Cash. 

$ 5,634,000 

$ 7,068,000 

Marketable securities, at cost which approximates market 

8,393,000 

3,220,000 

Accounts receivable. 

29,208,000 

24,659,000 

Inventories —lower of cost (first-in, first-out) or market: 



Finished goods. 

11,610,000 

14,274,000 

Raw materials and work-in-process. 

17,929,000 

16,388,000 

Prepaid expenses. 

2,828,000 

2,347,000 

Total current assets. 

75,602,000 

67,956,000 

PROPERTY, PLANT AND EQUIPMENT: 



At cost. 

39,118,000 

38,627,000 

Less accumulated depreciation. 

15,114,000 

14,551,000 

Net property, plant and equipment. 

24,004,000 

24,076,000 

OTHER ASSETS, at cost. 

392,000 

898,000 

DEFERRED TAXES. 

625,000 

543,000 

GOODWILL AND TRADEMARKS, at cost. 

8,964,000 

8,604,000 


$109,587,000 

$102,077,000 

See accompanying notes. 
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December 31, 

LIABILITIES AND STOCKHOLDERS’ EQUITY 

1967 

1966 

CURRENT LIABILITIES: 



Notes payable and foreign bank overdrafts. 

$ 2,283,000 

$ 2,581,000 

Accounts payable and accrued liabilities. 

15,277,000 

14,952,000 

Federal and foreign income taxes. 

5,314,000 

5,138,000 

Long-term obligations due within one year. 

1,215,000 

1,205,000 

Total current liabilities. 

24,089,000 

23,876,000 

LONG-TERM OBLIGATIONS. 

13,080,000 

14,295,000 

DEFERRED EXECUTIVE INCENTIVE COMPENSATION . . . 

1,301,000 

1,131,000 

STOCKHOLDERS' EQUITY: 



Preferred stock—$1.00 par value 

Authorized and unissued—1,000,000 shares. 



Common stock—$1.00 par value 

Authorized—15,000,000 shares 

lssued-10,577,188 shares (1966-10,482,213) . . . 

10,577,000 

10,482,000 

Capital surplus. 

4,373,000 

3,634,000 

Retained earnings. 

58,407,000 

51,572,000 


73,357,000 

65,688,000 

Less 93,521 shares of treasury stock (1966—121,700), at cost 

2,240,000 

2,913,000 

Total stockholders' equity. 

71,117,000 

62,775,000 


$109,587,000 

$102,077,000 

See accompanying notes. 





































Chesebrough-Pond’s Inc. and Subsidiaries 


Consolidated Statements of Capital Surplus and Retained Earnings 



Year ended December 31, 

Capital Surplus 

1967 

1966 

Balance at beginning of year. 

$3,634,000 

$2,112,000 

Add: 



Proceeds in excess of par value of stock 
issued under the Stock Purchasing Plan. 

837,000 

739,000 

Tax benefit relative to the Stock Purchasing Plan . . • 

546,000 

783,000 


5,017,000 

3,634,000 

Less cost of exchanged treasury stock in 
excess of capital of acquired company. 

644,000 


Balance at end of year. 

$4,373,000 

$3,634,000 

See accompanying notes. 




Year ended December 31, 

Retained Earnings 

1967 

1966 

Balance at beginning of year. 

$51,572,000 

$46,220,000 

Add: 



Retained earnings of acquired company 
as of December 31, 1967 . 

171,000 

— 

Net income. 

14,783,000 

12,551,000 


66,526,000 

58,771,000 

Dividends paid—$.78 per share ($.70 in 1966). 

8,119,000 

7,199,000 

Balance at end of year. 

$58,407,000 

$51,572,000 

See accompanying notes. 
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Chesebrough-Pond’s Inc. and Subsidiaries 


Consolidated Statement of Source and Application of Working Capital 



Year ended December 31, 

Source 

1967 

1966 

Net income. 

$14,783,000 

$12,551,000 

Add charges to net income not involving working capital: 



Depreciation. 

2,149,000 

1,986,000 

Deferred executive incentive compensation. 

170,000 

135,000 

Provided from operations. 

17,102,000 

14,672,000 

Book value of disposed assets. 

2,624,000 

550,000 

Decrease in other assets. 

506,000 

(473,000) 

Proceeds from stock issued under Stock Purchasing Plan, 



including tax benefit. 

1,478,000 

1,620,000 

Other. 

118,000 

(65,000) 


$21,828,000 

$16,304,000 

Application 



Additions to property, plant and equipment. 

$ 4,701,000 

$ 4,280,000 

Increase in goodwill. 

360,000 

419,000 

Reduction in long-term obligations. 

1,215,000 

1,205,000 

Purchase of company's common stock. 

- 

2,913,000 

Dividends. 

8,119,000 

7,199,000 

Increase in working capital. 

7,433,000 

288,000 


$21,828,000 

$16,304,000 

See accompanying notes. 
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Chesebrough-Pond’s Inc. and Subsidiaries 


Notes to Consolidated Financial Statements 


Basis of Consolidation 

The consolidated financial statements include the ac¬ 
counts of all domestic and foreign subsidiaries. 

In July 1967, the company purchased the capital stock 
of Clinical Products, Inc. for cash. The operations of this 
company have been included In the consolidated finan¬ 
cial statements from the date of acquisition. The Increase 
of $360,000 in goodwill and trademarks resulted pri¬ 
marily from this acquisition. 

In December 1967, the capital stock of Royall Lyme Ltd., 
was acquired in exchange for 27,000 shares of the com¬ 
pany's common stock held in treasury and a small 
amount of cash. This transaction has been accounted 
for as a pooling of interests. As the operations of this 
company were not material In relation to total net in¬ 
come, they have not been included in the consolidated 
statement of income. 

Foreign Operations 

The consolidated balance sheet at December 31, 1967 
included net assets of $35,414,000 for subsidiaries and 
branches In foreign countries. Property, plant and equip¬ 
ment accounts were translated into dollars at the ap¬ 
propriate rates of exchange at dates of acquisition. All 
other assets and liabilities were translated at the approxi¬ 
mate year-end rates of exchange. Operating accounts, 
except depreciation, were translated at rates of ex¬ 
change in effect during the year. 

Results of foreign operations Included in the consoli¬ 
dated statement of Income were as follows: 

1967 1966 

Net sales. $64,544,000 $60,782,000 

Income taxes imposed by 

foreign countries • • • 3,565,000 3,402,000 

Net Income. 5,311,000 5,115,000 

Stock Purchasing Plan 

At January 1, 1967, 500,975 shares of common stock 
were reserved for issuance to certain employees under 
the Stock Purchasing Plan against which purchase elec¬ 
tions for 262,980 shares were outstanding at prices rang¬ 
ing from $6.72 to $11.84 per share. Employees may pay 
for shares over a period of five years. Fully paid for 
shares may not be disposed of for a period of five years 
from the date of acceptance of the purchase agreement 


by the company. During the year, employees were 
granted elections to purchase 120,625 shares at $13.50 
per share (representing fourteen times the average earn¬ 
ings per share during the preceding five years), agree¬ 
ments for 360 shares were cancelled, and 94,975 shares 
were fully paid for and Issued. At December 31, 1967, 
406,000 shares were reserved, of which purchase elec¬ 
tions for 288,270 shares were outstanding. 

Under regulations of the United States Treasury Depart¬ 
ment, the company is entitled to a tax deduction for the 
difference between the purchase and market prices on 
the date of the employee's subscription or the date the 
five-year restriction period mentioned above ends, 
whichever is the lesser. An amount equivalent to the tax 
benefit provided by these regulations has been charged 
to income and has been credited to capital surplus as 
additional consideration received by the company for 
the stock sold under the Plan. 


Property, Plant and Equipment 

A summary of property, plant and equipment follows: 


Depreciable assets: 

1967 

1966 

Buildings. 

$16,024,000 

$14,198,000 

Machinery and equipment 

19,869,000 

18,633,000 

Leasehold Improvements . 

989,000 

567,000 

Construction in progress 

939,000 

3,109,000 

Less accumulated 

37,821,000 

36,507,000 

depreciation 

15,114,000 

14,551,000 

Net depreciable assets • 

22,707,000 

21,956,000 

Land. 

Unexpended funds for new 

1,297,000 

1,255,000 

plant construction 

Net property, plant 


865,000 

and equipment 

$24,004,000 

$24,076,000 


Depreciation is provided on the straight-line method for 
assets acquired prior to January 1, 1954 and on the 
straight-line, declining-balance or sum-of-the-years-dig- 
Its methods for assets acquired subsequent thereto, with 
the exception of certain foreign subsidiaries substan¬ 
tially all of whose assets are depreciated on the straight- 
line method. Depreciation amounted to $2,149,000 in 
1967 and $1,986,000 In 1966. 


























Long-Term Obligations 

Long-term obligations at December 31,1967, excluding 
amounts due in 1968, were: 

5% Notes, due in equal annual installments 


through 1976 .$ 8,000,000 

Long-term lease obligation. 5,080,000 

Total.$13,080,000 


The agreement pertaining to the 5% notes provides 
that the company will not pay cash dividends or ac¬ 
quire any shares of its capital stock except to the extent 
of $5,000,000 plus consolidated net income (as defined) 
subsequent to December 31, 1960, or If the consoli¬ 
dated net current assets would be reduced by such 
action to less than $20,000,000. At December 31,1967, 
$31,513,000 of consolidated retained earnings were not 
restricted under these provisions. 

A long-term lease for a plant has been treated as a pur¬ 
chase for both accounting and tax purposes. An annual 
rental of approximately $400,000 is payable through 
1985 to cover principal and Interest payments on City 
of Jefferson, Missouri Industrial Development Bonds. 
The company has an option to purchase the facilities 
at any time by funding an amount sufficient to retire 
the then outstanding debt or for a nominal amount 
after the retirement of the debt. 


Deferred Executive Incentive Compensation 

During 1967, $524,000 was charged to income under 
the provisions of the Executive Incentive Profit Sharing 
Plan. Of this amount, $224,000 has been deferred and 
converted into 5,394 units measured by the current 
market value of a share of the company's common stock. 
Participants will receive, upon retirement, death or ter¬ 
mination of employment, shares of the company's treas¬ 
ury stock equal to the number of units credited to their 
account unless the company elects to distribute cash 
equal to the market value of such shares. Distribution 
to participants in 1967 consisted of 1,179 shares of 
treasury stock and cash equivalent to 20 units. At De¬ 
cember 31, 1967 there were 39,929 units credited to 
participants under the Plan. The estimated future federal 
income tax reduction applicable to the deferred execu¬ 
tive incentive compensation has been shown as de¬ 
ferred taxes in the balance sheet. 


Retirement Plans 

The company has various retirement plans covering the 
majority of its employees in the United States and other 
countries. Past service costs have been fully funded 
for the principal plans. Amounts charged to income for 
all plans were $279,000 in 1967 and $350,000 in 1966. 


Report of Certified Public Accountants 


Arthur Young X Company 


277 PARK AVENUE 

The Stockholders new york. n.y. 10017 

Chesebrough-Pond's Inc. 


We have examined the accompanying consolidated balance sheet of Chesebrough-Pond's Inc. and 
subsidiaries at December 31,1967 and the related consolidated statements of income, capital surplus, 
retained earnings and source and application of working capital for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of 
Chesebrough-Pond's Inc. and subsidiaries at December 31, 1967, the consolidated results of their 
operations and the source and application of their consolidated working capital for the year then 
ended, in conformity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


February 19, 1968 




















Chesebrough-Pond’s Inc. and Subsidiaries 



Ten-Year Summary : 1958-1967 (in thousands of dollars) 




1967 

1966 

OPERATIONS 



Net sales. 

$ 165,725 

$ 157,207 

Royalties. 

2,206 

2,139 ^ 

Operating costs and expenses. 

140,333 

135,472 , 

Income before taxes. 

26,293 

22,502 

Income taxes. 

11,510 

9,951 

Net income. 

14,783 

12,551 

Earnings per share*. 

$1.42 

$1.21 

Dividends per share. 

.78 

.70 

Pre-tax income as a percent of net sales. 

15.9% 

14.3% 

Net income as a percent of net sales. 

8.9% 

1 

8.0% 

YEAR-END FINANCIAL POSITION 



Current assets. 

$ 75,602 

$ 67,956 j 

Property, plant and equipment (net). 

24,004 

24,076 ^ 

Total assets. 

109,587 

102,077 

Current liabilities. 

24,089 

23,876 j 

Working capital. 

51,513 

44,080 * 

Total liabilities. 

38,159 

39,302 

Stockholders' equity. 

71,117 

62,775 

Stockholders' equity per share. 

$6.78 

$6.06 

1 

Return on stockholders' equity. 

23.5% 

21.4% ! 

i 

Shares outstanding (excluding treasury shares). 

10,483,667 

10,360,513 1 

♦Based on the average number of shares outstanding during the 
respective years. Shares outstanding and all per share figures 
have been adjusted to give effect to the stock splits in 1%0 
and 1964. 













































^ 1965 

1964 


1963 

1962 


1961 

1960 

1959 

1958 

* 

$ 142,726 

$ 125,985 

$ 

116,885 

$ 114,581 

$ 

107,845 

$ 80,226 

$ 75,190 

$ 67,477 

2,098 

1,991 


1,702 

1,606 


1,629 

366 

360 

316 

t 123,446 

109,674 


100,882 

100,698 


96,110 

70,453 

67,086 

60,019 

21,077 

18,313 


17,287 

15,000 


12,740 

10,287 

8,590 

7,506 

9,689 

8,483 


9,157 

7,703 


6,358 

5,045 

4,130 

3,924 

11,388 

9,830 


8,130 

7,297 


6,382 

5,242 

4,460 

3,582 

$1.10 

$.97 


$.81 

$.73 


$.64 

$.53 

$.47 

$.38 

.62 

.50 


.42 

.35 


.30 

.29 

.27 

.27 

, 14.8% 

14.5% 


14.8% 

13.1% 


11.8% 

12.8% 

11.4% 

11.1% 

8.0% 

7.8% 


7.0% 

6.4% 


5.9% 

6.5% 

5.9% 

5.3% 

$ 65,809 

$ 57,767 

$ 

54,104 

$ 51,621 

$ 

45,863 

$ 43,128 

$ 29,905 

$ 28,824 

j 22,332 

16,280 


15,351 

14,835 


14,450 

14,796 

11,042 

8,957 

96,751 

82,586 


78,154 

75,428 


69,320 

67,448 

44,435 

39,928 

1 22,017 

20,080 


20,904 

20,266 


17,237 

15,065 

11,053 

10,325 

i 43,792 

37,687 


33,200 

31,355 


28,626 

28,063 

18,852 

18,499 

f 38,035 

30,566 


31,341 

32,755 


30,644 

32,224 

11,446 

10,587 

1 58,716 

[ 

52,020 


46,813 

42,673 


38,676 

35,224 

32,989 

29,341 

$5.65 

$5.13 


$4.64 

$4.24 


$3.86 

$3.57 

$3.41 

$3.11 

21.2% 

21.0% 


19.1% 

18.9% 


18.1% 

15.9% 

15.2% 

13.2% 

10,383,993 

10,143,245 

10,084,638 

10,054,530 

10,016,184 

9,879,930 

9,676,065 

9,419,940 















Chesebrough-Pond’s Inc. 

Beauty, Grooming and Health — Worldwide 


Domestic Plant Locations 

Clinton, Connecticut 
Jefferson City, Missouri 
Leesburg, Florida 
Oriskany Falls, New York 
Perth Amboy, New Jersey 
Pittsburgh, Pennsylvania 
Red Bank, South Carolina 
Sherburne, New York 
Watertown, New York 

International Branches and Subsidiaries 

Argentina, Buenos Aires* 

Australia, Melbourne* 

Brazil, Sao Paulo* 

Canada, Markham* 

Colombia, Bogota 
England, London* 

France, Paris* 

Ghana, Accra 
Holland, Amsterdam 
Hong Kong 
India, Bombay 
Ireland, Dublin 
Italy, Milan 
Jamaica, Kingston 
Japan, Tokyo* 

Mexico, Mexico City* 

New Zealand, Auckland 
Nigeria, Apapa 
Panama, Panama City 
Peru, Lima 

Philippine Islands, Manila 
Puerto Rico, San Juan 
South Africa, Germiston* 

Southern Rhodesia, Salisbury* 

Spain, Madrid* 

Switzerland, Geneva 
Thailand, Bangkok 
Uruguay, Montevideo* 

Venezuela, Caracas* 

West Germany, Obendorf-Am-Neckar* 
Zambia, Lusaka* 

* Overseas Plants 


In addition to maintaining plants in 16 countries, 
Chesebrough-Pond’s uses the facilities of manufacturing and 
selling representatives In 41 other important markets. 


Chesebrough-Pond’s products are sold in 
140 markets throughout the world. 









